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Marcu 9, 1955 (under authority of the order of the Senate of Marca 2, 1955).— 
Ordered to be printed 


Mr. Kerr, on behalf of certain members of the Committee on Finance, 
submitted the following 


MINORITY VIEWS 
[To accompany H. R. 4259] 


Those of us who are signing this report find ourselves in basic dis- 
agreement with the present national administration on a fundamental 
point of national policy—the distribution of the tax burden among our 
people. 

The issue can be drawn clearly and briefly, 

The present administration believes that tax policy should be shaped 
in such a manner as to encourage vast accumulations of capital on the 
theory that if the top is prosperous, some share of the prosperity will 
trickle down to others. 

In contrast, it is our belief that the national interest is best served 
by tax policies which insure individual Americans maximum possible 
purchasing power—the most potent force in shaping an America in 
which all our people will be prosperous. 

The conflict between these two philosophies is the only point truly 
at issue in our effort to secure a tax reduction for individual taxpay- 
ers—-wealth in the hands of a few; purchasing power in the hands of 
many. We take our stand on the side of increased purchasing power 
and an expanding economy. 


BUDGET CONSIDERATIONS 


It is true that the present administration has seen fit to interpret 
this issue in terms of balancing the budget. But it is difficult to con- 
sider such arguments seriously in light of the same administration’s 
actions when it assumed the initiative in tax legislation in 1954. 

Actions frequently speak louder than words. If that axiom is valid, 
it is apparent that the present administration considers a tax reduction 
“fiscal irresponsibility’ only when it accrues to the benefit of low- 
income wage earners. 
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2 TAX RATE EXTENSION ACT OF 1955 


Early in 1954, the present administration forecast a 1955 fiscal year 
deficit yi $2.9 billion. This was clearly and unmistakably a deficit, 
differing from the deficit which now leads the administration to op- 
pose a tax cut in only one respect—it was $500 million greater. 

And yet, the deficit forecast for fiscal 1955 did not prevent the ad- 
ministration from embracing a tax reduction bill in which 77 percent 
of the immediate relief and 91 percent of the long-term relief went to 
corporations and large income earners. 

lt was not considered “fiscal irresponsibility” to deprive the Treas- 
ury of $362 million in annual revenues by extending special benefits 
to those whose incomes are derived from dividends. 

It was not considered “fiscal irresponsibility” to deprive the treasury 
of $1 to $2 billion a year in revenue for a period extending 18 years into 
the future by granting large corporations rapid depreciation benefits, 

These provisions were not approved through mere inadvertence. 
They were enacted over the vigorous protests of the then minority 
which presented an alternative plan that would have granted the 
greater part of the tax relief to the lower-income brackets which stood 
in the greatest need. 

On this basis, it is fair to assume that the present administration 
regards “fiscal responsibility” as that state of affairs in which the rich 
get richer and the poor are expected to balance the budget. 

Despite this precedent, however, we have no intention of emulating 
the casual disregard toward the problem of budget balancing displayed 
by the present administration in 1954. We recognize that this is not 
merely an academic issue and we intend to deal with it responsibly 
and squarely. 

There is nothing mutually exclusive about the two concepts which 
should be considered by responsible legislators—the need of our wage 
earners for tax relief and the need of our budget for balancing. Pru- 
dent consideration of the elements which go into each problem will 
lead to a solution for both. 

To this end, we advance three points for the thoughtful considera- 
“oe of our colleagues: 

. The stimulus to our economy and the resultant creation of rev- 
enue-producing wealth that will follow a tax reduction designed to 
inc rease purchasing power among individual Americans. 

The need for a reexamination of the benefits that were granted 
to lea os earners and corporations in the 1954 tax bill under 
the theory that these benefits would grant a few individuals more 
money to invest in economic expansion. 

3. The inadequacy of the administration’s present (and only rev- 
enue-producing) proposal which would extend current excise taxes on 
such items as whisky, champagne, cigarettes, and automobiles for 
only 12 additional months from April 1, 1955. 





EFFECTS OF A TAX REDUCTION UPON THE ECONOMY 

We are not wedded irrevocably to tax reduction in the form approved 
by the House of Representatives but we are in full accord with the 
spirit that motivated the House majority. We interpret the House 
action as a desire to do justice to those who were bypassed last year 
when tax relief was given chiefly to corporations and taxpayers in the 


upper-income brackets. 
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However, justice, though a compelling motive, is not the sole basis 
of our case. It is our deep-seated conviction that a tax reduction 
granted to those in need of relief would have beneficial effects upon 
our economy, bolster the trends toward prosperity, and strengthen 
our Nation. 

The evidence from every quarter indicates that such strengthening 
is needed. 

We are not implying—directly or indirectly—that a tax reduction 
is necessary to ward off a depression. We know of no one who has 
forecast such a state of affairs. Neither do we intend to enter the 
arena of semantic debate over such phrases as “recession” or “rolling 
readjustment.” Such phrases engender considerable heat but shed 
little light upon the problem before us. 

But it takes neither a crystal ball nor profound economic analysis 
to determine that there are “soft spots” in our economy. These 
“soft spots’ amount to unemployed workers and unemployed 
machinery. 

The science of economies is far from exact. But one statement can 
be taken as a truism. Itis that unemployed workers and unemployed 
machinery produce no wealth and consequently no revenue either for 
the Government or for private individuals. It is equally a truism to 
state that both workers and machinery will remain unemployed unless 
there is a market for the goods which they jointly produce. 

The numbers of the unemployed are far below the frightening levels 
of the 1929 depression. But this is cold comfort to the Kentucky 
miner or the Georgia textile worker or the Oklahoma farmer facing 
the problem of economic survival for himself and his family. 

Furthermore, the unemployed worker represents a drag on the 
entire economy. In addition to his own problems, his jobless status 
restricts his participation in the consumer’s market. He cannot buy 
and therefore others cannot sell. And when “others” cannot sell, 
they tend to dump new workers into the ranks of the unemployed. 

We cannot agree with the attitude of the present administration 
which appears to be that the problem of unemployment is so insig- 
nificant it can be ignored. 

The current trends are disturbing. Full-time unemployment in 
1954 was double the level of 1953. Furthermore, 1954 witnessed a 
a vast increase in “part time’? unemployment—a factor difficult to 
measure but as dangerous to the economy as permanent joblessness. 

The statistics of recent months are not encouraging, The latest 
figures show that unemployment in January 1955 was a quarter of 
a million greater than during the corresponding month of 1954. The 
experts hold forth no hope for a significant upsurge in employment 
during the next few months. 

Aside from the human tragedy involved in unemployment, there 
is also the factor of waste. Within that factor can be found some of 
the elements that are now contributing toward an unbalanced budget. 
Employed workers have the purchasing power that maintains the 
business activity that balances a budget. Unemployed workers are 
the drain on our economy that slows business activity and helps to 
unbalance the budget. 

The case was stated very well by the ranking minority member of 
the Senate Finance Committee in 1954 when he said on the floor of 
the Senate: 
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How are we to balance the budget unless we have an economy that will enable 
the people of the Nation on a per capita basis to pay for the products of the mills 
and factories? * * * In this America, in this free economy, have we become 
so accustomed to luxury and extravagant spending and living that we cannot 
see the long arm of the tax gatherer as it descends into the breadbasket of the 
poor in this country? 

We are in full agreement with this attitude toward budget balancing. 
The budget cannot be balanced unless our people have the purchasing 
power to keep business activity at high veal. There can be no 
argument with the proposition that the best way of stimulating that 
purchasing power is to grant tax relief to the lower income brackets— 
the people who are the most likely to translate their increased in- 
come into increased consumption, 

We know of no direct method of measuring increased purchasing 
power in terms of Government revenues. Nevertheless, it cannot 
be denied that such an effect exists. 

Furthermore, we do not intend to dispute contentions that reduc- 
tions thus far proposed may possibly be inadequate to the problem. 
We do know that the proposals are a step in the right direction and 
we would rather walk in the right direction that stand still. 


REEXAMINATION OF BENEFITS TO LARGE INCOME EARNERS AND 
CORPORATIONS 


We do not intend to decry the value of incentives to investment in 
new facilities at a time when demand has outstripped production. 
Nevertheless, we believe that there are a number of “benefits” granted 
to corporations and large income earners in the 1954 tax bill which 
could well bear reexamination. 

At this point, we will consider only three, without foreclosing the 
right to examine others at any time. 

Rapid depreciation.—This was probably the most important con- 
cession to large business in the 1954 tax bill and yet it is doubtful 
whether the implications were fully appreciated at the time. Acc aoe 
to the tax report of the House Ways and Means Committee, H. 
8300, 83d Congress, 2d session, page B—13, it amounts to a net revenue 
loss of $19.5 billion for an 18-year period, over what we would have 
lost had customary instead of accelerated depreciation been used. 
The loss is distributed as follows: 

Billion 
Fiscal vear 1956 / $1. 05 | Fiscal year 1959 
Fiscal year 1957 . 55 | Fiscal year 1960 
Fiscal year 1958 . 9 | Fiscal year 1961 ! 
4 From this point to the end of period the revenue loss declines, 

We are implying no commitment on the principle of depreciation 
no matter how rapid. We recognize that all of this loss cannot be 
recovered completely without committing an act of bad faith 
especially in the first 2 years. But if the choice must be between tax 
benefits for corporations and tax relief for individual citizens, the 
decision of the 1954 tax bill should, in our opinion, be reexamined. 

Dividend credit and dividend exclusion—These provisions of the 
1954 tax bill will cost the Treasury $362 million per year for an indefi- 
nite period. Again, we imply no final commitment on the principle 
involved but are constrained to note, from the standpoint of public 
policy, there might well be a reexamination of the justice of granting 
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benefits to those whose income comes from dividends while withholding 
relief from those in the low-wage bracket. 

Reserves against future business expenses —Through inadvertence, 
section 462 of the Internal Revenue Code of 1954 permits the estab- 
lishment of reserves against future business expenses and their imme- 
diate chargeoff against current income. The repeal of this provision 
would save the Treasury at least $1 billion this year. 


INADEQUACY OF THE ADMINISTRATION’S CURRENT PROPOSAL 


Despite the administration’s professed anxiety over balancing the 
budget, it has only advanced one revenue measure to achieve that end. 
It is to extend the current rates on excise and corporate taxes an addi- 
tional year beyond April 1, 1955 (next month), to bring in additional 
revenue of $2.8 billion. 

This seems to confront Congress with the alternatives of letting the 
taxes expire now or extending them in such a way as to renew the 
tax fight in an election year. 

We are in agreement with extending the current rates. However, 
we do not think the proposal goes far enough. It is obvious that a 
simple extension in time wili maintain Government revenues at higher 
levels and that there is no necessity to permit present rates to lapse 
on April 1, 1956. 

To argue that this is “legislating for the future” would come with 
poor grace from those who so cheerfully welcomed rapid depreciation 
proposals extending forward for 18 years. 


CONCLUSIONS 


1. There is ample basis in justice and economics for an equitable 
tax adjustment at this time designed to help low-income earners and 
to stimulate our economy. At the very least, it would correct the 
injustice that was done to individual citizens through the inequitable 
tax bill of 1954. 

2. A tax reduction to those in low-income brackets would stimulate 
the economy and increase revenue-producing wealth. To that extent, 
it would tend toward—rather than away from—a balanced budget. 

3. The tax bill of 1954 should be reexamined carefully to remove 
the inequities which favored corporations and large income earners 
at the expense of low wage earners. 

4. Consideration should be given to extending the present corporate 
and excise rates to a date beyond April 1, 1956—the termination date 
for the administration’s present proposal. 

Rosert S. Kerr. 

J. ALLEN FREAR, Jr. 
RussELL B. Lona. 
GEORGE A, SMATHERS. 
Lynpon B. Jonson. 
ALBEN W. BARKLEY. 
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